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PREFACE 

This  is  the  third  successive  year  of  special  research  on  price  spreads  (market- 
ing margins)  between  fanner  and  consumer  which  Congress  directed  the  Depart- 
ment of  Agriculture  to  undertake.  The  special  studies  have  been  supplemented 
with  supporting  research  on  marketing  costs  and  practices,  as  a  means  of 
analyzing  and  explaining  the  pric-e  margins  and  their  relation  to  services 
performed. 

There  has  been  a  lively  and  continuing  interest  in  the  special  studies  since 
their  inception  in  195.o.  During  the  fiscal  year  19.58,  this  interest  was  heightened 
by  the  activities  of  the  Consumers  Study  Subcommittee  of  the  House  Committee 
on  Agriculture  and  by  special  work  of  the  Senate  Committee  on  Agriculture 
and  Forestry.  In  addition  to  the  studies  by  the.se  two  committees,  the  Joint 
Economic  Committee  of  Congress  directed  its  attention  to  marketing  margins, 
costs,  and  practices  as  factors  that  mu.'<t  be  considered  in  adjusting  our  agri- 
cultural economy  to  modern  life. 

The  House  Subcommittee  on  Appropriations  for  Agriculture  requested  the 
Department  to  submit  a  progress  report  on  the  special  price-spread  studies 
and  related  research  conducted  under  the  appropriation  for  fiscal  1958.  This 
publication  contains  mainly  the  material  prepared  for  the  subcommittee.  The 
charts  have  been  changed  to  show  the  most  recent  data  available,  but  no  changes 
have  been  made  in  the  text  or  tables. 

THE  "MARKETING  MARGIN" 

The  marketing  margin  or  farm-retail  price  spread  is 
an  estimate  of  the  charges  made  by  marketing  agencies 
for  moving  products  from  the  farm  to  the  consumer, 
including  charges  for  assembling,  processing,  transpor- 
tation, and  distributing  the  products. 
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The  Trend  in  Price  Spreads 

The  total  food-marketing  bill  has  risen  without  interruption  since  1938,  aver- 
aging 6  percent  higher  in  1957  than  in  1956.  A  small  increase  seems  likely  for 
1958.  During  1952-56,  the  marketing  bill  had  risen  an  average  of  4  to  5  percent 
each  year. 

The  farmer's  share  of  the  consumer's  expenditures  for  farm  food  products  in 
retail  stores  in  1957  averaged  40  percent.  This  was  the  first  year  since  1951  that 
the  share  has  not  declined.  Farm  prices  of  food  products  (farm  value)  averaged 
almost  3  percent  higher  in  1957,  which  is  also  the  first  year-to-year  increase 
since  1951  (fig.  A). 

Retail  food  prices  were  higher  in  1957  as  a  result  of  both  increases  in  market- 
ing charges  and  higher  prices  to  farmers.  The  major  increase,  however,  came 
from  the  increase  in  marketing  charges.  The  retail-store  cost  for  a  year's  supply 
of  a  market  basket  of  farm  food  products  for  the  average-size  family  went  up 
from  $972  in  1956  to  $1,007  in  1957.  an  increase  of  $35.  Of  this  increase,  $10  went 
to  farmers  and  $25  to  marketing  agencies. 

Despite  the  increases  in  late  months,  retail  prices  of  farm  food  products  through 

Figure  A. 
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1957  remained  well  below  the  peak  reached  during  1952.  This  is  in  marked  con- 
trast to  the  substantial  rise  in  most  cost-of-living  items  since  1952.  Lower  prices 
at  the  farm  level  have  more  than  offset  the  steady  increases  in  the  spread  between 
farm  and  retail  prices  of  food  products.' 

Consumers  are  spending  more  money  for  food  purchased  in  restaurants  and 
other  away-from-home  eating  places.  Food  purchased  in  this  manner  now 
accounts  for  approximately  one-fourth  of  the  total  dollar  outlays  for  food  con- 
sumed by  civilians.  Because  of  the  heavy  service  charges,  this  increased  exjjend- 
iture  in  away-from-home  eating  places  is  having  an  increasing  effect  on  the 
total  food  bill.  Furthermore,  the  change  is  causing  some  basic  adjustments  in 
food  handling  practices  and  marketing  channels,  to  meet  the  requirements  of 
eating  establishments  with  respect  to  kinds,  qualities,  and  preparation  of  food 
purchased.    The  impact  on  marketing  costs  is  substantial. 

Higher  Marketing  Costs 

Continued  increases  in  costs  of  performing  marketing  operations  are  the  major 
factor  in  widening  farm-to-retail  price  spreads.  Wages,  taxes,  utilities,  sup- 
plies— in  fact,  almost  every  expense  of  marketing  agencies — has  shown  large 
increases  in  costs  in  recent  years.  Increased  productivity  of  most  marketing 
operations,  however,  has  kept  actual  cost  rises  in  many  cases  to  a  relatively 
modest  amount.  For  example,  average  hourly  earnings  of  employees  of  firms 
marketing  food  products  have  risen  25  percent  in  the  last  5  years.  But,  because 
of  increased  output  per  man-hour,  labor  costs  per  unit  have  increased  by  only 
about  6  percent  in  the  same  period.  This  increase  in  labor  productivity  reflects 
the  effects  of  substantial  capital  investments  made  by  food-marketing  firms  since 
the  end  of  AVorld  War  II.  A  part  of  the  savings  in  labor  costs  likely  has  been 
offset  by  increased  capital  costs.  Interest  rates  rose  sharply  from  the  first  quarter 
of  1955  to  the  fourth  quarter  of  1957.  Larger  capital  investments  have  increased 
depreciation  charges.  Also,  rapid  advances  in  technology  in  some  food  industries 
have  added  to  capital  costs  by  making  much  of  the  present  plant  and  equipment 
obsolete. 

The  costs  making  up  the  farm-to-retail  price  spread  always  have  been  rela- 
tively inflexible  compared  with  farm  and  retail  prices,  particularly  when  prices 
decline.  In  recent  years,  this  inflexibility  has  tended  to  increase.  More  and  more, 
wages  are  established  by  contracts  and  are  not  subject  to  change  until  time  for 
renegotiation.  Wage  rates  in  the  food-marketing  industry  generally  follow  the 
overall  wage  trend.  Wage  rates  have  increased  steadily  since  the  end  of  World 
War  II.  even  during  the  recessions  of  1948-49  and  1953-54.  Freight  rates  and 
most  utilit.v  rates  are  controlled  by  governmental  agencies.  Taxes,  which  are 
a  much  larger  part  of  the  total  spread  than  they  were  prewar,  are  not  likely 
to  decrease  significantly.  Upward  pressure  is  being  put  on  governmental  ex- 
penditures at  Federal,  State,  and  local  levels.  Profits  have,  in  general,  kept  pace 
with  prices  and  costs. 

The  widespread  use  of  labor  contracts  and  leasing  arrangements  for  space 
and  facilities,  along  with  higher  overhead  charges  for  management,  have  intro- 
duced many  rigidities  into  food  processing  and  distribution  costs.  The  result 
is  that  any  reduction  in  consumer  prices  tends  to  be  passed  on  to  the  farmer, 
rather  than  being  divided  between  the  farmer  and  marketing  agencies.  Under 
present  conditions,  the  only  feasible  course  is  to  use  research  to  find  ways  to 
minimize  or  reduce  the  cost  of  performing  the  marketing  functions.  This  should 
encourage  a  greater  sharing  by  farmers  and  marketing  agencies  of  any  reductions 
in  consumer  prices. 

The  changing  pricing  policies  of  food  proces.ssors  and  distributors  which  have 
enabled  them  to  adjust  their  marketing  margins  upward  are  indicative  of  some 
of  the  inflationary  pressures  operating  in  our  economy  outside  of  agriculture. 
The  c.vcle  of  wage  increases  in  the  food  processing  and  distributing  trade,  higher 
material  and  transportation  costs,  higher  taxes  and  profits,  and  the  development 
of  additional  special  services  for  consuniers  continue  as  important  factors  in 
the  rise  of  the  food-marketing  bill. 

LABOR    COSTS 

Total  labor  costs  for  marketing  food  products  have  continued  upward  each 
year  since  1940.     This  increase  reflects  expansion  in  quantity  of  products  mar- 


'  The  retail  cost  of  the  market  basket  of  farm  foods  rose  sharply  in  the  first  quarter 
of  1958,  and  surpassed  the  1952  peak.  Prices  received  by  farmers  and  marketing  charges 
also  increased.  Marketing  charges  and  the  retail  cost  continued  upward  in  the  second 
quarter. 


keted,  addition  of  marketing  services  per  nnit  of  product,  and  tlie  general  rise 
in  wages  and  nonwage  payroll  costs  throughout  the  economy  during  this  period. 

While  there  has  been  a  decline  in  workers  in  the  actual  processing  of  agricul- 
tural products,  there  has  been  a  sharp  rise  in  clerical,  adnunistrative,  and  pro- 
lessional  employees ;  therefore,  the  trend  in  the  total  number  of  persons  in 
marketing  food  products  has  continued  upward  since  1940.  The  number  of 
persons  engaged  in  marketing,  estimated  on  a  full-time  equivalent  basis,  was 
.'>..'i  million  in  ID.'iT,  compared  with  an  average  of  4.7  million  in  1!)47— ti).  The  cost 
of  labor  in  I!).")"  was  estimated  at  18.7  billion  dollars,  compared  with  an  average 
of  11.7  billion  doU.-irs  in  l!)47-4i). 

The  rise  in  labor  costs  has  been  affected  most  by  increases  in  wage  rates  and 
other  payroll  costs  which  have  been  part  of  the  general  rise  in  costs  and  prices 
throughout  the  e<'onomy  since  World  War  II.  Average  hourly  earnings  of  em- 
ployees of  farm  food  marketing  firms  were  .fl.9()  in  1957.  This  contrasts  with 
average  hourly  earnings  of  $1.21  for  these  workers  in  the  period  1947-49.  Never- 
theless, since  1947—19,  labor  casts  per  unit  of  food  have  increased  only  half 
as  much  as  average  hourly  earnings,  because  of  increased  productivity,  increa.sed 
capital  investment,  and  improved  work  methods.  Also,  hourly  earnings  for 
employees  in  food  marketing  are  not  as  high  as  those  for  all  manufacturing 
industries,  which  averaged  .fJli.O"  in  1957. 

Fringe  benefits,  which  became  important  during  World  War  II,  have  increased 
in  amount,  and  have  spread  to  an  increasing  number  of  firms.  Supplements  to 
wages  and  salaries,  such  as  payments  for  employees'  social  security,  including 
unemployment  insurance,  compensation  for  injuries,  and  contributions  to  private 
pension  and  welfare  funds,  amount  to  about  7  percent  of  wages  and  salaries. 
Additional  benefits  to  employees,  in  the  form  of  paid  vacations,  paid  holidays 
and  other  time  off  with  pay,  bonuses,  and  profit-sharing  plans,  bring  the  total 
of  fringe  benefits,  including  supplements  to  wages  and  salaries,  to  as  much  as 
20  percent  of  the  payroll  for  some  firms.  In  addition,  there  has  been  a  long-time 
tendency  to  reduce  weekly  hours  without  reducing  weekly  wages. 

CAPITAL    INVESTMENT 

Higher  labor  rates  have  encouraged  the  introduction  of  new  technologies 
as  a  means  of  keeping  down  unit  labor  costs.  Likewise,  new  technologies  have 
increased  productivity  to  such  a  level  as  to  permit  the  higher  labor  rates  now 
prevailing.  Managerial  efforts  to  modernize  plant  facilities  and  equipment  are 
directly  associated  with  the  general  effort  to  allocate  labor  and  capital  to  the 
best  advantage. 

The  modernization  and  expansion  of  the  food  processing  and  distributing  in- 
dustry have  proceeded  rapidly  since  World  War  II.  Although  no  adequate  figures 
are  available  on  the  capital  investment  rate  for  retail  and  wholesale  distribution, 
this  phase  of  the  food  industry  has  reqviired  heavy  investments  for  modernization 
and  expansion.  Preliminary  estimates  .show  that  investment  in  food  processing 
facilities  and  equipment  reached  828  million  dollars  in  1957.  This  is  the  highest 
investment  rate  since  1951,  when  the  figure  reached  853  million  dollars. 

The  food  industry  generally  is  able  to  finance  much  of  its  expansion  program 
without  going  into  the  open  market  for  money.  This  ability  to  finance  expansion 
and  modernization  out  of  earnings  reflects  the  higher  profits  of  food  processors 
and  distributors  during  the  last  few  years.  The  integrated  retail  food  chains 
have  done  especially  well  profitwise  since  1952.  In  cases  where  food  concerns 
have  depended  on  open-market  financing  or  on  rentals  of  business  facilities,  the 
upward  trends  of  interest  rates  and  rents  have  contributed  heavily  to  increased 
costs. 

MATERIALS    ANU    TRANSPORTATION 

Materials  costs  and  transportation  rates  have  followed  the  upward  trend  of 
prices  since  1945.  Railroad  freight  rates  are  up  about  80  percent,  and  the  best 
estimates  indicate  that  truck  rates  have  risen  equally  as  much.  This  rise  in 
transportation  costs  during  the  last  12  years  is  an  important  item  in  the  food- 
marketing  bill.  Other  costs — for  packaging  material,  containers,  fuel,  and  equip- 
ment— have  also  risen  by  a  comparable  amount. 

TAXES 

Taxes  are  an  important  part  of  the  cost  of  marketing  food  products  as  well 
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as  other  commodities.  Total  business,  excise,  corporate,  and  personal  income 
taxes  were  the  main  sources  of  about  105  billion  dollars  collected  by  Federal. 
State,  and  local  governments  in  19.")6.  The  rise  of  the  total  tax  bill  from  14.1 
billion  dollars  in  1939  to  ."31.9  billion  dollars  in  1945  and  105  billion  dollars  in 
1956  indicates  that  taxes  have  kept  pace  with,  if  not  exceeded,  other  cost  items 
in  the  marketing  bill.  It  is  estimated  that  more  than  20  percent  of  the  total 
costs  of  producing,  processing,  and  marketing  food  results  from  taxes. 

PROFITS 

Profits  for  .59  leading  food  companies  have  risen  gradually  since  1945.  They 
reached  a  peak  of  969  million  dollars  (before  taxes)  in  1956,  which  was  more 
than  double  the  1945  level :  profits  after  taxes  also  were  double  the  1945  level 
(table  A).  The  slight  downward  trend  of  profits  i)er  sales  dollar  between  1946 
and  1956  reflects,  in  part,  the  added  efficiencies  resulting  from  volume  distribu- 
tion of  food  as  well  as  the  technological  changes  in  the  processing  and  distribut- 
ing system.  The  rise  in  total  profits  of  leading  food  companies  also  follows 
rather  closely  the  change  in  the  general  price  level.  Again  this  is  an  illustra- 
tion of  the  decline  in  purchasing  jwwer  of  the  dollar  insofar  is  it  relates  to  the 
rates  paid  for  investment  and  operating  capital. 

Table  A. — Net  profits  iefore  taxes  as  percentaf/c  of  sales,  and  total  profits  and 
taxes,  leading  food  companies,  19Jf5-56 


Profits  as  percentage  of  sales 

Totals  for  59  companies 

Year 

46  food 
processing 
companies 

5  wholesale 
food  dis- 
tributors 

8  retail 

food 

chains 

Profits 

Taxes 

Profits 
after 
taxes 

1945 

1946 

Perunt 
4.7 
5.8 
4.3 
3.6 
3.5 

4.6 
3.6 
3.4 
4.0 
3.8 
4.3 
4.3 

Percent 
3.6 
4.4 
3.0 
2.8 
2.4 

2.1 
2.1 
1.6 
2.0 
1.9 
1.7 
1.9 

Percent 
2.3 
2.9 
2.5 
2.2 
2.3 

2.4 
1.8 
1.9 
2.1 
2.0 
2.0 
2.3 

Million 
dollars 
466 
651 
687 
619 
585 

748 
6.59 
671 
797 
781 
896 
969 

Million 
dollars 
267 
275 
282 
247 
233 

342 
346 
361 
428 
402 
449 
479 

Million 

dollars 

199 
376 

1947 

405 

1948    -- 

372 

1949.... 

352 

1950 

406 

1951 

1952       

313 
310 

1953 

369 

1954 

379 

1955 - - -... 

1956- - 

447 
490 

Compiled  from  financial  statements  reported  in  Moody's  Industrials. 


COST    RIGIDITIES 

Various  programs  to  stabilize  employment  and  income  through  contractual 
arrangements,  social  security,  and  fringe  benefits  have  made  more  rigid  the 
labor  cost  factor  in  the  total  marketing  bill.  Likewise,  the  increased  capital 
re(iuirements  in  the  food  processing  and  distributing  industry  have  resulted  in 
a  heavier  total  cost  for  capital  than  ever  before.  To  meet  the  higher  labor  and 
capital  costs,  managers  are  tending  to  "load"  fixed  doUars-and-cents  handling 
charges  on  food  items,  regardless  of  upward  or  downward  changes  in  the  prices 
paid  to  farmers  for  their  products. 

COXCEXTRATIO.V    OF   OWNERSHIP    OB   CONTROL 

The  drift  toward  large,  multiunit  processing  and  distributing  firms,  in  order 
to  seek  economies  of  scale  (economies  based  on  large  volume)  in  buying  and 
selling  food,  is  a  major  adjustment  in  the  food  industry.  This  trend  in  the  market 
structure  and  in  the  control  of  food  processing  and  distributing  activities  is 
having  a  material  effect  on  marketing  methods  and  costs,  and  on  the  conditions 
under  which  farm  products  can  be  bought  or  sold.    The  Department  is  now  secur- 


ing  furreiit  information  on  the  nature  and  extent  of  i-hanges  in  the  ownership 
or  control  of  food  processing  and  distributing  firms,  on  tlie  im{)act  of  such  control 
on  returns  to  farmers,  and  on  the  opportunities  of  consumers  to  obtain  their 
choice  of  prodiicts. 

Special  industry  studies  are  being  made  in  areas  in  which  there  is  a  strong 
l)resumption  that  integration  and  mergers  are  occurring.  Studies  of  the  changes 
in  organization,  costs,  ana  scale  of  operations  in  the  broiler,  fluid  and  manu- 
factured milk,  and  baking  industries  are  now  under  wa.v  in  the  Department.  An 
anal.vtical  stud.v  of  structural  changes  in  the  retail  food  industr.v  will  be  initiated 
within  a  few  months. 

The  Department  is  now  completing  a  report  on  its  stud.v  of  bu.ving  and  selling 
beef  by  USD  A  grade  specitications.  This  research  indicates  a  general  and  per- 
sistent trend  to  market  beef  by  grade  specification,  thereby  causing  significant 
changes  in  marketing  channels  and  the  availability  of  different  (pialities  of 
beef  in  retail  markets.  This  study  also  show^s  that  the  use  of  USDA  grades  for 
beef  is  tending  to  decrease  the  importance  of  proprietary  brands.  Meat  processing 
is  becoming  more  specialized  and  less  concentrated.  There  seems  to  be  strong 
evidence  that  these  changes  will  be  reflected  in  the  methods  of  producing,  feed- 
ing, and  marketing  beef  at  the  farm  level.  Furthermore,  the  use  of  specification 
buying  and  selling  will  likely  bring  about  changes  in  the  competitive  pattern  in 
the  meat  industry. 

Substantial  changes  in  pricing  methods  and  marketing  channels  aire  \dy  have 
occurred  in  the  marketing  of  such  perishable  products  as  butter,  egg;  poultry, 
and  man.v  of  the  perishable  fruits  and  vegetables.  Central-market  pricing  and 
the  use  of  buying  and  selling  brokers  and  organized  commodity  exchanges  are 
becoming  considerably  less  important  for  many  food  products. 

Changes  in  Structure  of  Prices 

Some  marked  changes  have  occurred  in  pi'icing  polices  in  the  food  industr.v 
since  World  War  II.  In  most  instances,  marketing  margins  have  been  increased 
as  a  result  of  rising  costs  that  have  characterized  the  entire  food  industry.  On 
.some  commodities,  however,  marketing  margins  have  not  risen  materially.  The 
outstanding  example  of  a  lower  margin  commodity  is  broilers. 

In  a  few  instances,  pricing  policies  have  resulted  in  substantial  increases  in 
marketing  margins  that  cannot  be  explained  in  terms  of  rising  costs.  A  recentl.v 
completed  study  of  farm-to-retail  margins  on  midwest  eggs  sold  in  AVashington, 
D.  C,  shows  that  the  average  farm-to-retail  margin  was  about  6  cents  per  dozen 
higher  in  November  1957  than  in  November  1953  and  1954.  Since  no  change  was 
found  in  total  handling  costs  to  explain  such  an  increase  in  margins,  it  is  apparent 
that  a  change  in  pricing  policy  accounted  for  the  upward  adjustment.  Practically 
all  of  the  6-cent  rise  in  margins  was  at  the  retail-store  level. 

To  give  an  indication  of  recent  changes  in  marketing  margins  and  prices  by 
commodity  groups,  there  are  presented  in  this  report  some  of  the  research  find- 
ings with  respect  to  bread,  cotton  products,  dairy  products,  fruits  and  vegetables, 
livestock,  margarine  and  shortening,  poultry  and  eggs,  and  sugar. 

Special  Price  Spread  Studies 
white  bread 

The  retail  price  of  bread  has  gone  up  about  80  percent  since  1946.  Costs  of 
flour  to  the  baker  and  the  returns  to  the  farmer  for  equivalent  amounts  of  wheat 
have  remained  relatively  steady  since  1947  (table  1  and  flg.  1).  As  a  result 
the  baking,  wholesaling,  and  retailing  margins  have  increased  fairly  steadily 
since  1946.  This  increase  amounted  to  an  average  of  about  three-quarters  of 
a  cent  per  loaf  per  year  between  1946  and  1954,  and  a  little  more  than  half 
a  cent  per  loaf  per  year  from  1954  to  1957. 

Retail  prices  of  a  loaf  of  bread  are  not  influenced  greatly  by  trends  in  the 
cost  of  flour  to  the  baker  or  returns  to  farmers  for  wheat  equivalent,  since 
they  represent  such  a  small  proportion  of  the  retail  price.  The  farmer's  share 
ranged  from  20  to  14  percent  during  this  period,  although  flour  represents  more 
than  70  percent  of  the  total  ingredient  costs.  Most  of  the  retail  price  for  a 
loaf  of  bread  is  a  payment  for  the  marketing  and  transportation  services  ren- 
dered in  milling  the  flour,  baking,  wholesaling,  and  retailing. 


Figure  1 


PRICE  SPREADS  FOR  1  LB.  OF  BREAD  AND 
FLOUR  AND  WHEAT  EQUIVALENTS 
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Table  1. — Retail  price  of  bread,  cost  oj  flour  to  baker,  and  farm  value  oj  ivhtai  in  a 
pound  loaf  of  bread,  by  years,- 1947-57 


Year 

RetaU 
price  of 
bread 

Cost  of 
flour  to 
baker 

Farm 
value  of 
wheat 

Year 

RetaU 
price  of 
bread 

Cost  of 
flour  to 
broad 

Farm 
value  of 
wheat 

1947 

Cents 
12.5 
13.9 
14.0 
14.3 
15.7 
16.0 

Cents 
3.9 
3.5 
3.2 
3.4 
3.6 
3.5 

Cents 
3.0 
2.6 
2.4 
2.5 
?.6 
2.6 

1953 

Cents 
16.4 
17.1 
17.5 
17.9 
18.8 

Cents 
3.6 
3.9 
3.9 
3.7 
3.7 

Cejtts 
2  5 

1948 

1949 

1950... 

1951  

1954 

1955 

1956 

1957 

2.7 
2.7 
2.6 
•2  6 

1952 

DAIKT    PRODUCTS 

lietail  prices  of  dairy  products  rose  an  average  of  about  3  percent  in  1957. 
Part  of  the  increase  went  into  slightly  higher  farm  prices,  and  somewhat  more 
than  half  into  an  increase  in  farui-to-retail  i)rice  spreads.  Retail  prices  now 
are  about  as  high  as  the  peak  in  1052.  The  farm-to-retail  spread,  on  the  other 
hand,  has  risen  continuously,  and  is  now  about  14  percent  higher  than  in  1952. 
As  a  result,  the  farmer's  share  of  the  retail  price  of  dairy  products  as  a  group 
fell  from  53  percent  in  1952  to  46  percent  in  1957   (fig.  2). 

Fluid  milk. — The  marlveting  margin  for  fluid  milk  in  1957  remained  at  55 
percent  of  the  retail  price,  where  it  has  been  for  the  past  3  years.     Retail 
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prices  averaged  24.2  cents  a  quart  in  1937,  0.9  cent  a  quart  higher  than  in  1956. 
The  marketing  margin  and  farmer's  share  both  increased  in  the  same  relative 
amount  (figs.  3.  4.  and  5). 

The  increase  in  the  marketing  margin  since  19.j2  has  been  less  than  the  in- 
crease in  plant  operating  costs.  Our  continuiing  study  of  data  from  a  representa- 
tive group  of  fluid  milk  distributors  shows  that  during  this  period  the  gross  mar- 
gin increased  12  percent  and  operating  costs  increased  nearly  17  percent  on 
a  per  unit  basis.  Personnel  costs,  which  account  for  more  than  half  of  all 
operating  costs,  increased  17  percent ;  container  costs  increased  16  percent ;  and 
buildings  and  equipment  costs  increased  34  percent.  All  operating  costs  com- 
bined increased  17  percent.  Net  profits,  before  income  taxes,  declined  by  about 
34  percent  on  a  per  unit  basis  during  this  6-year  period. 

Much  of  the  increase  in  wage  rates  and  prices  of  operating  items  has  been 
offset  by  inci'easing  efficiency  and  by  changes  in  marketing  practices.  Two  of 
our  studies  indicate  some  of  these  changes.  During  the  past  5  years,  there  has 
been  a  shift  away  from  the  more  expensive  home  delivery  to  sales  through  retail 
stores.  Perhaps  of  greater  significance  has  been  the  shift  to  the  use  of  larger 
containers  a.nd  sales  of  multiple-quart  units  at  prices  below  the  single-quart 
price.  For  example,  in  the  Chicago  market,  sales  in  single-quart  containers 
have  decreased  from  nearly  90  percent  of  all  fluid  milk  sales  some  20  .years 
ago  to  about  22  percent.  Much  of  this  change  has  occurred  in  recent  years.  A 
study  based  on  nationwide  data  shows  that  in  the  last  2  years  sales  in  quart 
containere  ,as  a  percent  of  total  sales,  has  descreased  13  percentage  points  with 
the  gain  going  to  half-gallon  containers  and  bulk  dispenser  cans. 
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In  atldkion  to  tlie  changes  iu  marketing  practices,  fluid  milk  processing  plants 
are  making  increased  use  of  labur-saving  machinery  and  equipment.  While 
personnel  costs  per  unit  of  sale  were  ilicreasing  17  percent,  hourly  earnings  in- 
creased 28  percent. 

Butter. — The  retail  price  of  butter  averaged  74.3  cents  a  pound  in  1957,  up 
by  2.2  cents  from  1956.  A  half  cent  of  the  increase  went  to  the  farm  value,  but 
1.7  cents  were  added  to  the  farm-retail  spread. 

The  farm-to-whole.sale  part  of  the  total  farm-to-retail  price  spread  was  re- 
duced from  9.(5  cents  a  pound  in  1947  to  8.1  cents  in  1957.  This  is  quite  a  re- 
markable reflection  of  increased  efficiency  in  a  period  when  costs  of  labor,  ma- 
terials, and  most  other  items  have  been  on  the  rise.  This  did  not,  however, 
prevent  an  increase  in  the  total  marketing  spread  from  19.0  cents  to  22.8  cents 
during  this  period,  because  the  wholesale-retail  portion  increased  by  over  a  half 
(from  9.4  cents  to  14.7  cents  a  pound) . 

In  the  marketing  of  butter  ffom  the  creamery  onward,  there  have  been  ef- 
forts to  decrease  the  stages  of  handling.  Direct  movement  from  first  receivers 
to  city  warehouses  of  chainstores,  for  example,  has  been  on  the  increase.  Co- 
operative marketing  has  expanded,  as  has  also  the  trend  toward  greater  ad- 
vertising and  use  of  brand  names. 

We  are  studying  some  of  the  practical  problems  with  which  firms  engaged 
in  the  marketing  of  butter  are  faced,  by  following  several  shipments  of  butter 
from  creameries  in  the  specialized  butter-producing  sections  of  the  Midwest. 

Competitive  conditions,  with  perhaps  an  assist  from  the  Government  purchase 
programs,  tend  to  keep  prices  within  a  narrow  range  at  the  creamery  and  whole- 
sale levels  for  butter  of  the  same  quality. 

Prices  paid  farmers  for  butterfat  in  cream  or  milk  of  similar  grade  showed 
a  greater  variation,  however.  The  price  of  butterfat  in  sweet  cream  or  No.  1 
milk  varied  from  65  to  70  cents  a  pound  among  the  10  plants  surveyed.  Also, 
as  we  move  in  the  marketing  process  from  the  first-receiver-wholesaler  toward 
the  consumer,  we  find  a  greater  tendency  to  variability.  Some  jobbers  engaged 
primarily  in  meat  and  poultry  operations  handle  butter  at  cost  as  an  accommo- 
dation for  their  customers,  although  the  more  specialized  distributors  cannot 
afford  to  do  so.  Retailers  sometimes  handle  butter  as  a  loss  leader.  On  the 
other  hand,  butter  in  specialty  stores  and  certain  advertised  brands  tend  to 
command  premium  prices  over  other  butter  of  the  same  grade. 

Cheese. — The  retail  price  of  processed  American  cheese  was  57.6  cents  a  pound 
in  1957,  up  0.4  cent  a  pound  from  1956.  For  the  past  4  years  (1954-57),  the 
combination  of  Government  support  programs  and  surpluses  has  tended  to  pro- 
vide both  a  floor  and  a  ceiling  for  wholesale  prices  of  cheese  at  the  support 
level.  Average  retail  prices  have  varied  only  a  half  cent,  from  .57.1  cents  to 
57.6  cents  a  pound.     Farm  value  of  a  pound  -of  cheese  has  increased  from  27.7 
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cents  to  28.8  cents,  while  the  marketing  margin  decreased  slightly.  Detailed 
studies  being  made  in  the  Southeast  and  Midwest  show  some  interesting  varia- 
tions in  cheese  processing'and  marlceting  margins.  Midwest  farmers  received 
about  5  cents  a  pound  more  for  cheese  equivalent  than  did  Southeast  farmers. 
Processed  cheese  produced  in  the  Midwest  sold  at  generally  higher  prices  in 
various  sales  outlets  and  in  different  types  of  packages.  Midwest  cheese  re- 
tailed at  prices  ranging  from  49  cents  a  pound  in  2-  and  5-pound  loaves  in 
supermarkets  to  75  cents  a  pound,  cut  to  order,  in  specialty  food  stores.  South- 
east cheese  sold  as  natural  cheese  at  prices  ranging  from  39  cents  to  69  cents 
a  pound. 

Evaporated  and  concentrated  milks. — The  retail  price  of  evaporated  milk 
averaged  14.6  cents  a  can  in  1957,  compared  with  14.0  cents  a  year  earlier. 
A  half  cent  of  the  increase  went  to  marketing  agencies,  while  0.1  cent  went  to 
farmers.     The  farmer  received  43  percent  of  the  retail  price  in  1957. 

Dairy  scientists  are  making  every  effort  to  develop  new  products  which  will 
keep  as  well  as  evaporated  milk  and  be  as  acceptable  for  beverage  purposes  as 
fresh  fluid  milk.  Success  would  bring  important  changes  in  markets  for  dairy 
products.  One  of  our  most  recent  marketing  research  reports  brings  together 
the  most  up-to-date  information  on  what  those  changes  might  be. 

Indications  are  that  milk,  concentrated,  processed,  and  distributed  with  the 
utmost  efllciency,  could  be  sold  in  many  eastern  and  southeastern  markets  at 
margins  from  5  to  8  cents  per  quart  of  whole  milk  equivalent  below  those  for 
single  quarts  of  fresh  whole  milk  delivered  to  homes,  or  at  about  the  same  mar- 
gins as  those  for  fresh  fluid  milk  sold  in  gallon  jugs  in  stores.  With  farm  prices 
for  milk  at  the  level  of  prices  for  Grade  A  milk  in  Wisc<msin  plus  transporta- 
tion costs  of  concentrated  milk  to  the  market,  refrigerated  or  sterile  concen- 
trated milk  and  instant  dry  whole  milk  could  be  sold  to  consumers  in  many 
eastern  and  southeastern  markets  for  about  16  cents  per  quart  of  milk  equiva- 
lent. This  compares  with  23  to  30  cents  per  quart  for  the  home-delivered  price 
of  a  single  quart  of  milk,  and  21  cents  or  more  per  quart  for  milk  sold  in  gallon 
jugs.  The  farmer  could  expect  to  get  about  half  of  the  consumer's  dollar  spent 
for  concentrated  milks,  as  compared  with  45  cents  for  the  farmer  from  the  con- 
sumer's dollar  spent  for  fresh  whole  milk  in  1957. 

Ice  cream. — For  ice  cream,  the  farmer's  share  of  the  retail  price  amounted  to 
19  percent  of  the  retail  price  in  1957,  unchanged  from  1956. 

Average  retail  price  for  ice  cream,  for  single-pint  purchases  in  20  large  cities, 
increased  one-half  cent  a  pint,  from  28.9  cents  in  1956  to  29.4  cents  in  1957.  This 
was  the  highest  price  in  3  years  and  almost  as  high  as  the  29.6  cents  in  1954. 

The  farm-to-retail  spread  increased  0.4  cent  a  pint,  since  equivalent  farm  value 
increased  only  one-tenth  of  a  cent — from  5.5  to  5.6  cents — between  1956  and  1957. 

Consumer  choices  among  ice-cream  products  were  broadened  during  the  year 
by  two  developments.  The  wider  availability  of  multiple  grades  of  ice  cream  has 
spread  to  additional  cities.  Both  premium  and  thrift  ice  creams  have  been  intro- 
duced in  additional  major  markets,  to  complement  long-established  standard 
grades.  A  second  development,  in  line  with  the  continuing  trend  in  consumer 
food  buying  toward  one-stop  shopping,  is  the  recent  introduction  at  large  super- 
markets in  some  eastern  cities  of  store  brands  of  ice  cream  in  premium  as  well  as 
standard  grades.  The  store  brands  are  displayed  -at  prices  slightly  below  tho.se 
of  manufacturers'  standard  and  premium  brands  carried  in  adjoining  cabinets. 

Nonfat  dry  milk. — Widespread  sale  of  nonfat  dry  milk  in  consumer  packages 
Is  a  comparatively  recent  development.  In  1948,  consumer  package  sales  totaled 
2.4  million  pounds,  less  than  1  percent  of  total  commercial  sales.  By  19.56.  con- 
sumer sales  reached  l54  million  pounds — 21  percent  of  total  commercial  sales  of 
the  product. 

The  growing  importance  of  nonfat  dry  milk  sold  in  consumer  packages  has  led 
us  to  initiate  a  study  of  marketing  margins  for  the  product.  Marketing  practices, 
processing  and  distribution  costs,  and  retail  prices  are  being  studied. 

Through  the  Bureau  of  Labor  Statistics,  we  are  obtaining  in  20  cities  monthly 
retail  prices  of  instant  nonfat  dry  milk.  For  the  10-month  period  ended  Novem- 
ber 1957,  the  average  farm  value  of  the  skim  milk  equivalent  of  1  pound  of  non- 
fat dry  milk  was  8.6  cents.  For  the  same  period,  the  manufacturer's  average  sell- 
ing price  f.  o.  b.  plant  for  spray  process  nonfat  dry  milk  was  15.5  cents  a  pound : 
and  the  20-city  average  retail  price  of  instant  nonfat  dry  milk  in  consumer  pack- 
ages was  46.1  cents  a  potmd. 

The  price  spread  between  farmer  and  consumer  thus  averaged  37.5  cents  a 
pound.  The  return  to  farmers  averaged  19  percent  of  the  retail  price ;  and  the 
farm-to-retail  spread  was  81  percent. 
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FRUITS  AND  VEGETABLES 

Marketing  margins  for  fruits  and  vegetables,  lilce  those  for  other  food  prod- 
ucts, have  continued  to  increase,  but  at  a  slower  rate  than  for  all  farm  products 
in  the  marliet  basket.  The  farm-to-retail  spread  for  all  fruits  and  vegetables  in 
the  market  basket  increased  2  percent  in  1957  over  1956  (fig.  6). 

The  increase  in  the  farm-to-retail  price  spread  since  l'J47  amounts  to  'il  per- 
cent for  fruits  and  vegetables  and  '^7  percent  for  all  foods  in  the  market  basket 
(table  2).  During  this  same  period,  the  retail  cost  for  fruits  and  vegetables  in- 
creased 21  percent  compared  to  11  percent  for  all  commodities  in  the  market 
basket.  Further  examination  of  market-basket  data  shows  that  the  farm  value 
for  all  foods  has  decreased  14  iiercent  since  1947  and  increased  2  percent  for 
fruits  and  vegetables. 


Table 


\BLE  2. — Change  in  retail  rosl,  farm  value,  fann-to-retail  spread,  and  far 
share  of  the  retail  cost  of  the  market  basket  and  of  fruits  and  vegetables,  1957 
•pared  to  1956  and  1947 
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The  farmer's  share  of  the  retail  cost  for  fruits  and  vegetables  in  the  market 
basket  was  28  percent  in  1957.  This  was  a  decline  of  2  percentage  points  from 
1956.  The  trend  in  the  farmer's  share,  both  for  fruits  and  vegetables  and  for 
the  market  basket,  has  been  downward  since  World  War  II. 

Figure  6 
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In  1957,  compared  to  1956,  the  retail  cost  of  all  fruits  and  vegetables  in  the 
market  basket  increased  less  than  1  percent  while  the  net  farm  value  decreased 
7  percent.  This  resulted  in  an  increase  of  2  percent  in  the  farm-to-retail  spread 
and  a  decrease  of  2  percentage  points  in  the  farmer's  share  for  fruits  and 
vegetables. 

Washington  Delicious  apples. — Marketing  margins  for  Washington  Delicious 
apples  marketed  in  New  York  City,  Chicago,  and  Los  Angeles  during  the  1956-57 
season  averaged  $5.26,  $5.25,  and  $5.20  per  box,  respectively.  These  represented 
increased  margins  of  6,  11,  and  4  percent  over  1955-56  season  averages.  Trans- 
portation charges  comprised  12  percent  and  the  wholesale-retail  margin  ac- 
counted for  38  percent  of  the  retail  price  of  Washington  Delicious  apples  sold 
in  New  York  City.  Total  marketing  charges  from  the  packinghouse  door  to  the 
retail  store  during  the  19.56-57  season  comprised  54  percent  of  the  retail  price. 
Although  actual  marketing  costs  increased,  the  percentage  decline  from  the 
1955-56  season,  when  marketing  charges  accounted  for  61  percent  of  the  retail 
price,  was  due  to  a  19-percent  increase  in  retail  prices  with  only  a  6-percent  in- 
crease in  overall  marketing  charges.  Marketing  margins,  costs,  and  returns  for 
Washington  Delicious  apples  marketed  in  the  3  cities  during  the  1955-56  and 
1956-57  seasons  are  shown  in  table  3. 

California  Long  White  potatoes. — During  the  1956  season,  marketing  charges 
for  U.  S.  No.  lA  California  Long  White  potatoes  averaged  $5.31  per  100  pounds 
on  sales  in  Los  Angeles,  $6.71  on  sales  in  Chicago,  and  $7.66  on  sales  in  New 
York — 54,  65,  and  67  percent  of  the  average  retail  price,  respectively  (fig.  7). 

Transportation  charges  from  Bakersfield  to  Los  Angeles  were  approximately 
30  cents  per  100-pound  bag.  Rail  transportation  charges  from  Bakersfield  to 
Chicago  were  $1.83 ;  to  New  York  City,  $2.28. 

Table  3. — Prices,  margins,  and  returns  per  box  for  Washington  Deliciovs  apples 
marketed  in  New  York  City,  Chicago,  and  Los  Angeles,  1955-57 


New  York  City 

Chicago 

Los  Angeles 

Item 

December 

195.5-May 

1956 

October  . 

1956-May 

1957 

October 

1955-June 

1956 

October 

1956-May 

1957 

November 

1955-AprU 

1956 

November 

1956- March 

1957 

Prices  and  returns: 

Packinghouse  returns  ' 

Auction    or    wholesale 
price  2 

$3.15 

4.62 
8.13 

1.16 

.31 

3.51 

$4.43 

6.02 
9.69 

1.20 

..39 

3.67 

$3.33 

4.59 
8.04 

.96 

.30 

3.45 

$4.98 

6.  .39 
10.23 

1.00 

.41 

3.84 

$.3.33 

1.76 
8.35 

.59 

$5.00 
5.97 

Retail  price  ' . 

Margin  (packinghouse  to  re- 
tail): 
Transportation  charges  <-_ 
Terminal  selling  charges  ^ 

10.20 
.63 

Wholesale-retail  margin... 

4.43 

4.57 

Total 

4.98 

5.26 

4.71 

5.25 

5.02 

5.20 

Percentage  of  retail  prices: 

Transportation  charges 

Terminal  selling  charges.. 
Wholesale-retail  margin... 

Percent 
14 
4 
43 

Percent 
12 
4 
38 

Percent 
12 
4 
43 

Percent 
10 
4 
37 

Percent 
7 
10 
43 

Percent 

6 
3 
42 

Total 

61 

54 

59 

51 

60 

51 

'  Auction  or  wholesale  price  less  selling  charges  and  transportation  costs. 

2  .\uction  prices  for  New  York  City  and  Chicago  are  average  prices  for  all  sizes  of  apples  for  the  week 
which  includes  the  8th  of  the  month."  Wholesale  price  for  Los  Angeles  is  the  Tuesday  price  for  the  week 
which  includes  the  8th  of  the  month. 

3  Retail  price:  .^.verage  price  for  the  1st  3  days  of  the  week  containing  the  15th  of  each  month  for  a  quantity 
equivalent  to  the  wholesale  package  less  spoilage  at  retail. 

<  Rail  freiglit  from  Wenatchee,  Wash.,  to  Chicago  and  New  York  plus  carrier's  protective  service  and  3 
percent  Federal  tax.  To  Los  .A.ngeles.  truck  transportation  costs  were  approximately  fiO  cents  per  box  In 
November-December  1957.  Over  half  of  Wjishington  Delicious  apples  marketed  in  Los  Angeles  go  by 
truck. 

>  Broker's  commission,  4  percent;  auction  selling  charge,  1.75  percent;  and  auction  handling  charge,  4 
cents  per  box. 
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Figure  7 


MARKETING  MARGINS  FOR  CALIFORNIA 
LONG  WHITE  POTATOES,  1956  SEASON 


$  PER  CWT. 


MAY 


AUG.  MAY 


AUG    MAY 


AUG. 
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Wholesale  margins  per  100-pound  bag  of  long  white  potatoes  averaged  $0.25 
in  Los  Angeles,  $1.11  in  Chicago,  and  $1.76  in  New  Yorls  during  the  1956  sea- 
son, while  retail  margins  averaged  $4.08,  $3.11,  and  $2.96,  respectively. 

Retail  prices  for  long  white  potatoes  averaged  $9.81  per  100  pounds  in  Los 
Angeles,  $10.27  in  Chicago,  and  $11.38  in  New  York  City.  Growers  who  mar- 
keted their  potatoes  in  the  3  cities  had  average  returns  at  the  packinghouse  re- 
ceiving door  of  $1.50,  $3.56,  and  $3.72,  or  46,  35,  and  33  percent  of  the  retail 
price,  respectively. 

LIVESTOCK 

Annual  average  farm-to-retail  marketing  margins  for  all  livestock  increased 
from  25.6  cents  a  retail  pound  in  1956  to  27.8  cents  in  1957.  This  was  the  largest 
year-to-year  increase  recorded  since  1947. 

Beef  and  lamb. — Marketing  margins  for  U.  S.  Choice  grade  beef  were  28.2  cents 
a  retail  pound  in  1957,  compared  with  26.2  cents  in  1956.  The  farm-to-retail 
price  spread  for  U.  S.  Choice  grade  lamb  was  1.7  cents  a  pound  higher  in  1957 
than  in  1956. 

Pork. — Farm-to-retail  marketing  margins  for  pork  averaged  substantially 
higher  in  1957  than  in  1956,  M-idening  2.2  cents  a  retail  pound.  This  is  part 
of  the  longtime  upward  trend  in  marketing  margins  for  pork  (flg.  8). 
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FlGUEE   8 


Pric*  Spreads  for  Hogs  and  Pork,  Annual  Data 


FARM  AND  RETAIL  VALUES  AND  MARKETING  MARGIN 
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Marketing  margins  for  pork  were  relatively  stable  during  the  period  1919 
to  the  beginning  of  the  depression  of  the  1930's.  Margins  narrowed  sharply 
during  the  depression  years,  reaching  an  alltime  low  of  9.3  cents  a  retail  pound 
of  pork  in  1933. 

As  prices  recovered,  marketing  margins  first  widened  and  then  tended  to  nar- 
row gradually  until  World  War  II.  When  price  ceilings  were  removed  after 
World  War  II,  retail  pork  prices,  hog  prices,  and  marketing  margins  all  in- 
creased sharply.  In  1  year,  from  1946  to  1947,  margins  widened  from  12.4 
cents  a  pound  retail  weight  to  17.9  cents,  the  greatest  annual  increase  in  pork 
marketing  margins  ever  recorded. 

The  marketing  margin  for  pork  then  tended  to  widen  gradually  to  25.6  cents 
a  pound  in  195.5.  Pork  margins  declined  slightly  in  1956  to  24.9  cents.  In  1957, 
however,  farm-to-retail  margins  resumed  their  upward  trend  and  averaged  27.1 
cents  a  retail  pound,  the  highest  on  record.  The  substantial  increase  in  farm- 
to-retail  price  spreads  from  1956  to  1957  resulted  in  part  from  increases  in  both 
packer  and  retailer  margins. 

POULTRY  AND  EGGS 

Poultry  and  eggs  are  the  only  major  group  of  farm  foods  on  which  farm-to- 
retail  price  spreads  have  declined  in  recent  years.  Further  decreases  in  these 
spreads  are  not  unlikely,  particularly  on  eggs.  Poultry  and  eggs  accounted  for 
about  10  percent  of  the  retail  cost  of  the  total  market  basket  of  farm  foods  in 
1956,  and  for  about  16  percent  of  the  total  farm  value.  The  farm-to-retail  spread 
was  smaller  for  this  group  of  products,  relative  to  the  retail  cost,  than  for 
any  other  major  product  group. 

EgQs. — Retail  prices,  farm  values,  and  farm-to-retail  price  spreads  on  eggs 
generally  have  declined  since  1949.  Spreads,  however,  have  decreased  less 
than  prices.  As  a  result,  the  general  trend  in  the  farm  share  of  the  retail  price 
of  eggs  also  has  been  downward.  The  1957  average  farm-to-retail  price  spread 
of  18  cents  a  dozen  was  only  slightly  above  the  lowest  annual  average  spread  of 
17.8  cents  registered  in  1953  and  substantially  below  the  high  1952  spread  of 
20.4  cents.  But  with  1957  retail  prices  and  farm  values  at  their  lowest  level  since 
1949,  the  farm  share  of  the  retail  price  was  down  to  67  percent  from  71  percent 
in  1940  and  1951  and  73  percent  in  1953. 

Further  declines  in  egg  marketing  costs  and  margins  are  not  unlikely.  Several 
cost-reducing  changes  in  marketing  channels  and  practices  are  being  adopted 
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rapidly  by  the  egg  trade.  These  include:  (1)  Reduction  in  numbers  of  egg 
handlers  and  frequency  of  handling  individual  eggs,  through  the  bypassing  of 
city  wholesalers  and  associated  distributors  by  large  country  assemblers  and 
other  integrated  assembler-grader-distributors  and  retailers;  (2)  adoption  of 
improved  methods  of  grading  and  handling  eggs  in  plants;  (3)  increases  in 
number  of  specialized  egg  farms;  (4)  increases  in  buying  of  eggs  from  farms  on 
the  basis  of  U.  S.  consumer  grades;  and  (5)  increasing  movement  of  grading 
and  cartoning  operations  from  city  to  country  plants. 

Two  examples  indicate  the  potential  for  reducing  costs.  The  average  farm- 
to-retail  price  spread  on  eggs  in  New  York  in  1957  was  28.6  cents  a  dozen ;  in 
IjOS  Angeles  it  was  16.8  cents.  In  Los  Angeles,  eggs  move  directly  from  farms 
to  integrated  assembler-grader-distributors  and  then  to  retailers.  Modern,  low- 
cost  handling  methods  are  used  and  eggs  are  bought  from  farms  on  the  basis  of 
U.  S.  grades.  In  contrast,  adoption  of  such  modern  marketing  practices  is  only 
beginning  in  New  York,  and  large  volumes  of  eggs  still  move  through  as  many 
as  five  different  marketing  firms  in  going  from  farms  to  consumers.  Again,  a 
large  midwestern  assembler-grader-distributor  of  eggs  is  moving  graded  and 
cartoned  eggs  frim  his  country  plant  directly  to  retail  stores  in  a  large  eastern 
city  at  a  cost  of  only  11.5  cents  a  dozen.  With  an  average  store  margin  of  10 
cents,  the  farm-to-retail  spread  in  this  case  is  21.5  cents  a  dozen,  substantially 
less  than  when  less  efficient  practices  are  followed. 

Chicken  fryers. — Retail  prices  and  farm  values  of  chicken  fryers  have  de- 
clined sharply  since  1949,  reflecting  pronounced  increases  in  production  and 
marketing  efficiency.  Both  retail  prices  and  farm  values  reached  new  lows 
in  1957.  Farm-to-retail  price  spreads,  however,  have  decreased  only  slightly. 
Since  1949,  spreads  have  varied  on  an  annual  basis  within  the  narrow  range 
of  21.1  cents  and  23  cents  a  pound,  ready-to-cook  basis.  The  1957  spread  was 
21.7  cents  a  i)Ound.  As  a  result,  the  farm  share  of  the  retail  price  of  fryers  de- 
clined to  55  percent  in  1956  and  1957,  compared  with  64  percent  in  the  years 
1950-52. 

Studies  of  processing  and  other  marketing  costs  indicate  that  the  efficiency 
of  these  operations  has  been  increased  markedly  in  the  last  decade  by  the 
adoption  of  improved  machinery  and  better  marketing  methods.  At  the  same 
time,  marketing  firms  have  increased  the  volume  of  services  provided,  including 
complete  evisceration,  and  cutting,  packaging,  and  freezing  operations.  These 
services  and  jising  wages  and  prices  of  other  production  items  appear  almost  to 
have  offset  economies  from  improved  technology  and  distribution  practices. 
Further  improve»nents  in  both  production  and  marketing  efficiency  are  likely, 
but  these  may  be  offset  by  costs  of  additional  marketing  services  which  must  be 
provi'^ed  to  meet  consumer  demands. 

Tnrkeyn. — Available  data  on  price  spreads  and  marketing  costs  for  turkeys 
are  too  limited  to  provide  an  accurate  picture  of  their  trends.  However,  it  is 
known  that  the  turkey  industry  has  changed  its  production,  processing,  and  dis- 
tribution nractices  and  technoloay  in  much  the  same  way  as  the  ch'cken-fryer 
industry  has.  In  fact,  many  firms  process  and  market  both  types  of  birds,  using 
the  same  processing  equipment  and  techniques  and  similar  distribution  practices. 

There  are  indications  that  the  turkey  inf'»TStry  is  slowly  moving  toward  mak- 
ing turkeys  as  much  a  part  of  American  menus  in  all  seasons  as  chicken  fryers 
now  are.  The  pronounced  changes  in  production  and  marketing  practices  which 
necessarily  must  be  a  part  of  this  development  undoubtedly  will  have  important 
impacts  on  production  and  marketing  costs,  prices  at  all  market  levels,  and  price 
spreads  on  turkeys. 

SrARGARINE    AND    SHORTENING 

A  much  larger  proportion  of  the  consumer's  dollar  goes  for  marketing  charges 
for  oilseeds  tl'ian  for  many  other  agricultural  products  because  a  great  deal  of 
processing  is  required  to  convert  the  oil  contained  in  soybeans  or  cottonseed  into 
the  principal  consumer  products,  margarine  and  shortening.  Marketing  charges 
took  about  80  percent  of  the  consumer's  dollar  in  November  1940,  60  percent  in 
1947.  and  over  70  percent  in  November  19.55.  These  charges  cover  many  services 
which  have  been  affected  by  increased  costs  and  the  rise  in  toe  general  price  level. 

The  areraee  retail  value  of  soybean  and  cottonseed  oil  in  margarine  and  short- 
ening in  Chicago  increased  about  75  percent  between  1940^1  and  195.5-56.  But 
the  average  farm  value  of  the  oil  contained  in  these  2  oilseeds  increased  by  close 
to  90  percent. 

Increases  in  farm  values  for  oil  occurred  prior  to  1947—48  (fig.  9).  Since 
1947-48,  farm  oil  values  have  decreased  by  40  percent  for  soybean  oil  and  close 
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to  50  percent  for  cottonseed  oil.  Retail  oil  values  also  fell  from  their  1947^8 
peak  when  the  value  of  oil  in  margarine  was  reduced  by  about  30  percent  and 
oil  in  shortening  by  about  20  percent.  Marketing  charges  or  price  spreads  also 
adjusted  downward  for  margarine,  but  not  to  the  same  extent  that  farm  oil 
values  did.     Shortening  margins  have  increased  slightly  since  1947-48. 

Figure  9 
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SUGAE 

From  1950  to  1955,  the  marketing  margin,  or  farm-to-retail  spread,  increased 
15  percent  on  cane  sugar  marketed  in  New  York  and  24  percent  on  cane  sugar 
marketed  in  Chicago  (fig.  10).  Tlie  marketing  margin  on  beet  sugar  from  the 
midwestern  beet  producing  area  marketed  in  Chicago  increased  14  percent. 
There  was  a  similar  increase  in  the  margin  on  beet  sugar  produced  in  the 
Western  States  and  marketed  in  Los  Angeles,  Calif.,  and  Seattle,  Wash.  There 
was  a  20-percent  increase  in  the  marketing  margin  on  beet  sugar  from  the  mid- 
west producing  area  marketed  in  Chicago.  In  comparison,  the  average  increase 
in  the  farm-to-retail  spread  on  all  foods  in  the  market  basket  was  17.6  percent 
for  the  same  period. 

COTTON    PRODUCTS 

Research  on  margins  and  costs  for  marketing  cotton,  financed  with  regular 
funds,  shows  that  the  spread  between  the  retail  cost  per  family  of  42  representa- 
tive items  of  cotton  clothing  and  household  furnishings  and  the  farm  value  of 
the  cotton  used  in  their  manufacture  increased  moderately  in  1956  and  1957. 
However,  the  spread  continued  below  the  highs  of  the  late  1940's  and  early 
1950's  (table  4).  The  farm  value  of  cotton  used  in  1957  averaged  about  the 
same  as  in  the  preceding  4  years,  but  was  20  percent  below  the  high  of  1951. 
Retail  cost  of  these  items  increased  in  1957  for  the  second  consecutive  year,  but 
remained  about  5  percent  below  the  record  1947  and  1951  levels. 

These  changes  resulted  in  some  shifts  in  the  farmer's  and  marketing  system's 
relative  shares  of  the  consumer's  dollar  spent  for  cotton  textiles.  In  1957,  the 
farmer's  .share  averaged  12  percent  and  the  marketing  margin  88  percent — the 
same  as  in  1947 — compared  with  15  and  85  percent  in  1951.  The  farmer's  share 
of  tlie  consumer's  dollar  spent  for  individual  items  differed  considerably  from 
the  average  and,  for  some  items,  the  changes  over  time  were  marked.  For  ex- 
ample, farmers  received  22  percent  of  the  consumer's  dollar  spent  for  overalls 
in  1951  and  15  percent  in  1957.  Comparable  figui'es  for  work  shirts  were  18 
and  14  percent  and  for  business  shirts  9  and  8  percent  (fig.  11). 

Figure  11 
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Although  the  share  of  the  consumer's  dollar  going  to  all  marketing  agencies 
has  not  changed  greatly  since  1947,  several  significant  changes  occurred  in  the 
margins  of  particular  groups  of  agencies.  Average  margins  for  manufacturers 
of  17  major  kinds  of  unfinished  cloth  declined  moderately  in  the  1956-57  season, 
and,  although  still  7  percent  above  1954-55,  were  49  percent  below  1947-48. 
In  contrast,  gross  margins  for  wholesale  dry  goods  firms  increased  in  1956  and 
were  3  percent  above  those  of  1951  and  7  percent  above  1947.  Margins  of  retail 
dry  goods  stores  in  1956  remained  about  unchanged  and  were  3  percent  above 
margins  for  both  1951  and  1947.  Margins  for  merchandising  raw  cotton  also 
have  risen  moderately,  reflecting  increased  charges  for  warehousing  and  trans- 
portation services  and  added  costs  of  carrying  larger  stocks. 

Table  4. — Cotton  products:  Average  retail  cost  of  a  family's  purchases  of  J^2  articles 
and  of  3  individual  articles  of  clothing,  farm  value  of  equivalent  quantities  of  cotton, 
marketing  margin,  and  farmer's  share  of  retail  cost,  1927—57  ' 


Year  and  month 

Retail 
cost' 

Farm 
value ' 

Market- 
-    ing 
margin 

Farmer's 

share 
(percent) 

1927 -  - -- 

$.31.82 
30.56 
29.65 
28  08 
24.96 
22.52 
24.10 
25.  90 
24.24 
23.82 
24.96 
23.30 
22.96 
23.10 
25.51 
32.51 
34.32 
37.01 
40.44 
49.78 
59.34 
59.  49 
52.94 
51.22 
.■>9.  35 
56.  36 
56.  25 
55  25 
54.95 
55.86 
56.46 

55.55 
55.32 
54.97 
55.17 

54.94 
54.68 
54.89 
55.29 

55.52 
55.75 
55.96 
56.22 

56.41 
56.43 
56.54 

3.85 
3.82 
3.79 
3.68 
3.63 
3.74 
3.80 

$3.69 
4.02 
3.74 
2.51 
1.48 
1.10 
1.98 
2.54 
2.41 
2.61 
2.40 
1.82 
1.90 
2  07 
3.01 
4.13 
4.40 
4.  ,55 
4.  88 
6.26 
7.09 
6.99 
6.34 
7.57 
8.63 
7.91 
6.91 
7.01 
7.  OB 
7.02 
6.91 

6.78 
7.03 
7.17 
7.08 

6.99 
6.98 
7.24 
7.02 

7.08 
7.19 
6.93 
6.86 

6.62 
7.05 
7.07 

.84 
.71 
.63 
.63 
.64 
.60 
58 

$28.13 
26.54 
25  91 
25.57 
23.48 
21.42 
*22. 12 
<23.36 
•21.83 
21.21 
22.56 
21.48 
21.06 
21.03 
22.50 
28.  3*! 
29.92 
.32.46 
35.56 
43.  52 
52.25 
52.50 
46.60 
46.65 
50.  72 
48.45 
49.34 
48.24 
47.89 
48.84 
49.55 

48.77 
48.29 
47.80 
48.09 

47.95 
47.70 
47.65 
48.27 

48.44 
48.56 
49.03 
49.36 

49.79 
49.38 
49.47 

3.01 
3.11 
3.16 
3.05 
2.99 
3.14 
3.22 

12 

1928                                                    - 

13 

1929 - 

13 

1930 

9- 

1931 - -- 

6 

1932                                                     - 

5 

1933 

s 

1934                                     

10 

1935                        . _ 

10 

1936 

11 

1937 

10 

1938                               - - 

8 

1939                    

8 

1940                      .     ._ __   

9 

1941                                         

12 

1942                             --- --- - 

13 

1943                                                

13 

1944 

12 

1945                        _.  ... 

12 

1946                                             - 

13 

1947 

12 

1948                    

12 

1949                                          

12 

1950                             - - - 

14 

1951 

15 

1952                                            .- 

14 

1953                            . 

12 

1954 

13 

1955                                     

13 

1956                      -- — --- 

12 

1957!                                     ..                . 

12 

1954: 

MaTcti                                               -- 

12 

13 
13 

Deceinber 

13 

1955: 

March                                    _.. 

13 

13 

September                                                -  - 

13 

13 

1956: 

March                                            -  - -  -           - 

13 

13 

12 

December                   ---     - - - 

12 

12 

12^ 

S^Dtember                                          . ..  .- 

13 

1951 _ 

22 

19 

1953       ---   ---   .- -- 

17 

17 

1955            ---   - 

18 

16 

1957  5...- 

16 

See  footnotes  at  end  of  table. 
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Table  4. — Cotton  produces:  Average  retail  cost  of  a  family's  purchases  of  42  articles 
and  of  S  individual  articles  of  clothing,  farm  value  of  eqxiivalcnt  quantities  of  cotton, 
marketing  margin,  and  farmer's  share  of  retail  cost,  1927—57  '—Continued 


Year  and  month 


Work  shirts— 

1051 

1952 

1953 

1954 

1955 

1956 

19575 

Business  shirts 

1951 

1952 

1953 

1954 

1955  » 

1956 

1957" 


Retail 

Farm 

Market- 

cost' 

value  ' 

ing 

margin 

$1.68 

$0.30 

$1.38 

l.fiO 

.27 

1.33 

1.56 

.24 

1.32 

1.53 

.24 

1.29 

1.51 

.24 

1.27 

1.62 

.24 

1.38 

1.67 

.23 

1.44 

3.75 

.34 

3.41 

3.64 

.31 

3.33 

3.68 

.28 

3.40 

3.65 

.28 

3.37 

3.62 

.28 

3.34 

3.61 

.28 

3.33 

3.65 

.28 

3.37 

Farmer's 

share 
(percent) 


18 
17 
15 
16 
16 
15 
14 


I  Annual  estimates  are  simple  averages  of  data  for  March,  June.  September,  and  December. 

'  Ret.iil  costs  were  originally  computed  from  prices  collected  by  the  Bureau  of  Labor  Statistics,  weighted 
by  average  number  of  articles  purchased  annually  by  families  of  wage  earners  and  clerical  workers  (from 
1934-36  survey).  Beginning  1943  retail  costs  are  based  on  inde.xes  of  retail  prices  of  cotton  clothing  and 
housefurnishings  prepared  by  the  BLS. 

'  Estimated  prices  received  by  farmers  for  cotton  of  grade  and  staple  lengths  used  in  the  manufacture  of 
the  various  articles,  weighted  by  quantities  of  cotton  required. 

*  Before  payment  of  processing  tax  which  was  in  effect  from  August  1933  to  January  1936.  The  tax  on  the 
quantity  of  cotton  required  amounted  to  37  cents  in  1933  and  89  cents  in  1934  and  1935. 

•  Preliminary. 

Makgins,  Costs,  and  Practices  Publications  Issued,  January  1957- 

February  1958 

Do  Trading  Stamps  Affect  Food  Costs,  AMS,  Marketing  Research  Report  No. 

147,  January  19r>7. 
Losses  from  Quality  Deterioration  and  Shrinltage  for  Corn  Resealed  on  Iowa 

Farms,  AMS-l(JtJ,  March  1957. 
Development  of   the  Commercial  Poultry   Slaughter  Report,   AMS-174,   March 

1957. 
Lamb  Marketing  Costs  and  Margins,  Marketing  Research  Report  No.  159,  April 

1957. 
Lamb  Prices,  AMS,  Leaflet  No.  413.  April  1957. 
Losses  from  Shrinkage  and  Quality  Deterioration  of  Corn  Stored  in  Country 

Elevators  and  at  Bin  Sites  in  Iowa,  AMS-173,  April  1957. 
Special  Margins  and  Costs  Studies,  Marketing  Research  Report  No.  167,  April 

1957.     (Reprinted  from  hearings  (pt.  2)  before  the  subcommittee  of  the  Com- 
mittee on  Appropriations,  House  of  Representatives,  85th  Cong.,  1st  sess.) 
Marketing  Molasses  in  the  Feed-Mixing  Industry,   AMS,   Marketing  Research 

Report  No.  174,  May  1957. 
Trading  Stamps  and  the  Consumer's  Food  Bill,  Marketing  Research  Report  No. 

169,  May  19.57. 
Orange  Tree  to  Breakfast  Table:   Marketing  Costs  and  Margins  for  Florida 

Oranges,  Marketing  Research  Report  No.  164,  June  1957. 
Processing  Poultry  Byproducts  in  Poultry  Slaughtering  Plants,  Marketing  Re- 
search Report  No.  181,  June  1957. 
The  Use  of  Packing  Labor  in  Florida  Citrus  Packinghouses,  Florida  Agricultural 

Experiment  Station  Agricultural  Economics  Mimeo  Report  57-8,  June  1957. 
A  Method  of  Allocating  Citrus  Packinghouse  Costs,  Univ.  of  Florida  Agricultural 

Economics  Mimeo  Report  No.  58-1,  July  1957.    Univ,  of  Florida  in  cooperation 

with  AMS. 
Conversion  of  Small  Hydraulic  Cottonseed  Oil  Mills  Into  Higher  Oil-Yiel  "ing 

Mills.  Marketing  Research  Report  No.  187,  July  1957. 
Costs  of  Packing  Colorado  Peaches  in  1956,  Marketing  Research  Report  No.  179, 

July  19.57. 
How  Bulk  Assembly  Changes  Milk  Marketing  Costs,  Marketing  Research  Report 

No.  190,  July  19.57. 
Marketing  Margins  and  Practices  for  Turkeys  Sold  in  Three  Eastern  Markets, 

Marketing  Research  Report  No.  191,  August  1957. 
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Costs  and  Efficiency  in  House  Packing  Western  Head  Lettuce,  California  Agri- 
cultural Experiment  Station  Mimeo  Report  No.  199,  September  1957. 
Costs  of  Butterfat  Sampling  and  Testing  Programs,  AMS-212,  October  1957. 
Quality  and  Cost  of  Ginning  American-Egyptian  Cotton,  Seasons  1952-53  and 

1953-54,  Marketing  Research  Report  No.  199,  October  1957. 
Case  Study  of  Labor  Costs  and  Efficiencies  in  Warehousing  Formula  Feeds, 

Marketing  Research  Report  No.  205,  November  1957. 
Cost  Standards  for  a  Model  Stationary  Custom  Feed  Mill  for  the  Midwest, 

Preliminary  Report,  AMS-215,  November  1957. 
Farm-Retail   Spreads  for  Food  Products,   Miscellaneous  Publication  No.   741, 

November  1957. 
Marketing  Charges  for  California  Long  White  Potatoes  Sold  in  Los  Angeles, 

Chicago,  and  New  York  City  During  the  1956  Season,  Marketing  Research 

Report  No.  193,  November  1957. 
Marketing  Costs  and  Margins  for  Chicken  Fryers  and  Fowl  Sold  in  Chicago  and 

Minneapolis-St.  Paul,  Marketing  Research  Report  No.  195,  November  1957. 
The  Wage  Factor  in  Retailing  Meat  in  4  Cities,  Marketing  Research  Report  No. 

202,  November  1957. 
Comparative  Costs  of  Alternative  Methods  for  Performing  Specific  Operations  in 

Florida  Citrus  Packinghouses,  cleared  for  publication  by  Florida  Agricultural 

Experiment  Station. 
Milk  Distributors  Sales  and  Costs,  issued  quarterly. 

Reports  Issued  in  Other  Publications,  January  1957 — February  1958 

Use  of  Trading  Stamps  in  Marketing  Food,  Agricultural  Marketing,  January  1957. 

Trends  in  Marketing  Costs,  Agricultural  Marketing,  January  1957. 

Marketing  Margins  for  Beef  and  Pork,  The  Marketing  and  Transportation  Situa- 
tion, January  1957. 

Marketing  Margins  for  Poultry  and  Eggs  in  the  United  States  and  Selected  Cities, 
The  Marketing  and  Transportation  Situation,  January  1957. 

Marketing  Costs  and  Margins  for  Fruits  and  Vegetables,  The  Marketing  and 
Transportation  Situation,  January  1957. 

Marketing  Costs  and  Margins  for  Dairy  Products,  The  Marketing  and  Transpor- 
tation Situation,  February  1957. 

Trends  in  Marketing  Lamb,  Agricultural  Marketing,  May  1957. 

Farm  Food  Marketing  Bill,  Agricultural  Situation,  September  1957. 

How  Can  Dairymen  Decide  Whether  to  Use  Tanks?  Agricultural  Situation, 
October  1957. 

Slicing  Up  the  Chicken  Costs,  Agricultural  Marketing,  October  1957. 

Retail  Marketing  Costs  for  Turkeys,  Agricultural  Marketing,  November  1957. 

The  Wage  Factor  in  Retailing  Meat  in  4  Cities,  Agricultural  Marketing,  November 
1957. 

Turkey  Growers  Like  Selling  on  Grade-and-Tield  Basis,  Agricultural  Marketing, 
December  1957. 

Livestock  Markets  Are  on  the  Move,  Agricultural  Marketing,  December  1957. 

Marketing  Costs  Keep  Going  Up,  Agricultural  Marketing,  January  1958. 

Changes  and  Trends  in  Food  Marketing  Industries,  Agricultural  Marketing,  Jan- 
uary 1958. 

The  Shorter  Workweek  in  Agricultural  Marketing  Industries,  Agricultural  Mar- 
keting, January  1958. 

How  Do  You  Sell  Your  Turkeys?    Agricultural  Situation,  January  1958. 

Marketing  Margins  for  Dairy  Products,  The  Marketing  an4  Transportation  Situ- 
ation, January  1958. 

Farm-Retail  Spreads  for  Poultry  and  Eggs  in  the  United  States  and  Selected 
Cities,  The  Marketing  and  Transportation  Situation,  January  1958. 

Price  Spreads  for  Eggs  in  Washington,  D.  C,  The  Marketing  and  Transportation 
Situation,  January  1958. 

Farm-Retail  Price  Spreads  for  Fruits  and  Vegetables,  The  Marketing  and  Trans- 
portation Situation,  January  1958. 

Concentrated  Whole  Milk  is  a  Qualified  Challenge,  Agricultural  Marketing, 
February  1958. 

Power  and  Labor  Costs,  Agricultural  Marketing,  February  1958. 

The  Changing  Market  for  Vegetables,  Agricultural  Marketing,  February  1958. 

Use  of  Soybean  and  Cottonseed  Oil  in  Margarine  and  Shortening,  Agricultural 
Marketing,  February  1958. 
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Other  Dissemination  of  Price  Spread  Information, 
January  1957-February  1958 

Marketing  Costs,  by  D.  B.  DeLoach,  statement  presented  at  the  Annual  Out- 
look Conference,  November  1957. 
Marketing  Costs,  Farm  Prices,  and  the  Farmer's  Share,  by  Kenneth  E.  Ogren, 
statement  presented  before  the  Subcommittee  on  Agricultural  Policy,  Joint 
Economic  Committee,  December  17, 1957. 
Costs  of  Marketing  Major  Farm  Products,  by  D.  B.  DeLoach,  statement  presented 
before  the  Subcommittee  on  Agricultural  Policy,  Joint  Economic  Committee, 
December  17, 1957. 
USDA    Television    Service    Package    Program    No.    190,    Why    Marketing    Re- 
search?   February  14,  1957  (based  on  general  publications,  includes  informa- 
tion on  margins  and  costs). 
USDA  Television   Service  Package  Program  No.  207,   Delivering  Your   Food, 

June  13,  1957  (based  on  Miscellaneous  Publication  No.  7.38). 
USDA  Television   Service  Package  Program   No.   248,   Beef  Goes   to  Market, 

November  28, 1957  (based  on  Miscellaneous  Publication  No.  710) . 
USDA  Television  Consumer  Series : 

Where  Does  Your  Food  Money  Go  ? — 

No.  1.  The  Price  of  Bread,  July  1957  (based  on  Miscellaneous  Publica- 
tion No.  712). 
No.  2.  The  Price  of  a  Peach,  September  1957   (based  on  general  pub- 

lipations). 
No./ 3.  The  Price  of  Milk,  October  1957  (based  on  Miscellaneous  Pub- 
lication No.  733). 
No.  4.  The  Price  of  Pork,  November  1957  (based  on  Miscellaneous  Pub- 
lication No.  711 ) . 
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